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SILVERWOOD 
INDUSTRIES LIMITED 
FINANCIAL HIGHLIGHTS 


Year ended December 29, 1974 and 
December 30, 1973 


1974 1973 


Sales $229,080,262 $189,207,993 


Consolidated net income 

before extraordinary 

items $ 1,354,921 $ 2204189 
Se eg ae ee ee Sea 
Consolidated net income 


for year $ 1,645,750 $ 2,452,100 
Dividends paid $ 1,075,496 $ 1,075,496 

Rate per Class “‘A”’ 

and Class “‘B’’ share $ 80 $ .80 


Consolidated retained 
earnings re-invested in 


business to date $ 17,828,496 $ 17,258,242 
Shareholders’ equity $ 25,169,813 $ 24,599,559 
Shares outstanding 

Class ‘‘A”’ 903,158 903,158 

Class “B” 441,212 441,212 
Equity per Class ‘‘A”’ 

and “B’’ share $ 18.72 $ 18.30 
Debentures outstanding $ 6,832,500 $ 7,190,000 


Consolidated funds 


provided from 
operations $ 5,455,770 $ 5,670,644 


Consolidated working 
capital $ 2,671,837 $ 3,339,964 


—————— 
—— 


A Canadian owned Company 
engaged in the provision of 
a range of consumer goods 
and services within Canada. 


ee 


To our Shareholders 


The fiscal year 1974 was one of the most difficult 
operating years in the history of your company, 
characterized as it was by rampant inflation on the cost 
side and pricing rigidities and consumer resistance on 
the sales side. It was a disappointing year for 
management and indeed for shareholders as the 
pressures of the economic climate in which we operated 
brought about a recession in our earnings growth. 


This report submitted on behalf of the Board of Directors 
of the company, will outline for you the basic 
circumstances that affected the company in its 1974 
operations. 


Total sales increased significantly by $39,872,269 or 
21.1% over the 1973 year. Real growth was readily 
apparent in the sales of the convenience store division 
over and above the inflation factor, while dairies division 
reflected little real growth although sales dollars were 
considerably increased. Satisfactory actual sales growth 
took place in both our Londonderry Distributors and 
Baskin-Robbins divisions. A more detailed examination 
of the various divisions is included with this report and 
accordingly these matters will be dealt with in that 
section of the report. 


Consolidated net income from operations of $1,354,921 
reflected earnings per Class ‘‘A’”’ and Class ‘‘B”’ shares of 
$1.01 and is adecrease of $849,268 or 63¢ per share from 
the 1973 year. The 1974 earnings from operations 
represents only 0.59% on every sales dollar. 
Consolidated net income, including extraordinary items, 
was $1,645,750 or $1.22 per share. The extraordinary 
gains came from sales of surplus properties and the 
resultant benefits received therefrom in Lindsay and 
Elmira, Ontario; Winnipeg and Portage la Prairie, 
Manitoba; and Fort MacLeod, Alberta. The disposal of 
surplus properties is an ongoing policy and it is 


_anticipated that several substantial properties will be 
disposed of in 1975. 


During 1974, we did not obtain a return on net worth 
either equal to the 1973 figure or an amount reasonable 
for the risk capital involved. The management of 
Silverwood Industries Limited aggressively surveyed, 
and will continue to do so, investment opportunities 
which will enable the company to increase its return on 
net worth to a figure that is compatible with the risk 
involved. 


The year was an enigma for Silverwood management 
with its contrasting divisional operations. 


Our convenience store division, Mac’s Milk Limited, was 
never stronger. Its growth and profitability increased as 
planned. The entire operation throughout Ontario, 
Manitoba, Alberta and British Columbia demonstrated a 
maturity of approach and an efficient, smooth 
functioning operation capable of reacting to the 
vagaries of the marketplace. The acceptance of its 
marketing policies by the consuming public is weil 
evidenced by its increasing sales, not only in total but on 
a per store basis, which increase is in excess of the 
inflation factor. 


Londonderry Distributors, although a much smaller 
operation, continues to grow as a major supplier in the 
aseptic chilled citrus juice market. Our Baskin-Robbins 
31 Flavours stores have continued to increase in number 
so that they are now commencing to make an impact on 
the ice cream market and have achieved remarkable 
consumer acceptance. 


Yet, as we have indicated throughout the year, 
Silverwood Dairies Limited, our dairies division, has 
suffered through a most difficult year. This came about 
because of several factors; some internal because of the 
nature of our own particular business and its need to 
change its mode of operation to cope with the intensive 
labour costs in production and distribution as discussed 
under operations review, and some external in nature 
because of the social changes taking place in farming, 
the increasingly inflationary cost of raw materials 
affected by pressures from the world market, and 
consumer reaction to a rapidly escalating food cost 
nationally. 


In September of 1973, the Federal Government declared 
a 5¢ per quart subsidy on sales of fluid milk; a politically 
motivated action to temper the cost to the consumer of 
the rising cost of food. In our interim report of 
September 1973, we expressed our grave concern 
against a policy which tries unrealistically to isolate and 
freeze for a year the incomes of the milk producers and 
processors of the country while leaving their costs free 
to escalate with the inflationary trends of the economy. 


During 1974, costs of packaging materials, gasoline and 
labour escalated to a much greater degree than had 
been envisaged in the fall of 1973. Costs at the farm 
escalated equally because of the world shortages of 
feeds, fertilizers, gasoline and machinery parts. It 
became necessary in every province for governments to 
break the federally imposed rulings and allow cost 
adjustments to ensure an adequate farm supply of milk. 
These adjustments in the main were after the fact, 
favoured the producer segment and reduced 
appreciably the gross margins in the fluid milk 
processing industry. 


Significantly, after re-election, the Federal Government 
chose to drop the fluid milk subsidy within a four month 
period rather than over alonger term as requested by all 
segments of the industry. Therefore, the latter part of 
1974 shows a decreased consumption pattern by 
consumers, which in turn affects the domestic 
producing industry. 


During the year, the philosophy of corporate profit was 
under attack despite the general realization that it is the 
motive that has driven the democratic entrepreneurial 
economy of Canada to produce one of the highest living 
Standards in the world in a few short decades. In-depth 
studies by both the Federal Food Prices Review Board 
under the chairmanship of Mrs. Beryl A. Plumptre and 
the Ontario Ministry of Consumer and Commercial 
Relations under its minister The Honorable John T. 
Clement, found no abuse of the public by food 
processors including the dairy industry. Yet, this did not 
alleviate the undue pressures placed against the 
industry with the resultant reduction in gross margins 
beyond workable levels. 


What, then, are the long term prospects for this 
company? As you would anticipate, the foreseeable 
future for the convenience store industry and 
particularly Mac’s Milk Limited as the leader in its field, is 
encouraging. This concept of retailing is now widely 
accepted and although we do anticipate the need to 
change operating procedures in the years ahead, the 
Organization has matured to the point where it should 
progress aggressively. Londonderry Distributors 
Limited and Beene hopbiasice crsammsicras have 
established themselves in their fields and should 
develop both in size and profitability. 


A great deal of change is still taking place in our dairies 
division. We are confident that these changes are 
developing a much stronger organization with leaner 
capital involvements and the ability to be more 
competitive in the marketplace. 


It is appropriate that reference should be made to the 
very severe Capital strain placed upon an organization 
such as ours in these inflationary times, causing needs 
for additional means of financing necessary increased 
receivables and inventories. The extremely high interest 
rates of 1974 placed an added burden on operating 
profits and we are pleased to see the current downward 
trend in those rates. Various steps have been taken 
through bank borrowings to restore our working capital 
and maintain a strong financial position which will be 
required to cope with what appears to be ‘‘continuing 
inflation”’. 


As in the past, we wish to acknowledge the very great 
contribution made to our operations by the staff. Their 
spirit of co-operation is one of the major strengths of the 
Silverwood companies. Of more than passing note is the 
fact that Mr. H. T. Spettigue, our Senior Vice-President, 
will have completed fifty years of service with the 
company on March 5, 1975. To all of our staff and to Mr. 
Spettigue especially, we say a sincere ‘‘thank you”. 


The problems that are in the business community today, 
emanating from government controls, inflation, 
shortages of supplies, etc., will, | am sure, continue to 
plague us for many years to come. However, we are 
firmly committed to deal with these matters on an 
ongoing basis, and are confident that the future of the 
company will continue to be that of an expanding, 
aggressive, Canadian owned company In the food 
business and related fields, operating under the 
Silverwood concept that has been built up over So many 


years. 


ha CO Linathy 


Chairman of the Board, 
President and 
Chief Executive Officer 


Silverwood Industries Board of Directors 


1 Eric F. Findlay 8 
2 D.F. Guy 9 
3 H.T. Spettigue 10 
4 A.E. Lawrence J! I 
5 David B. Weldon 12 
6 C.L. Tulloch 13 
7 N.E. Kaye 14 


D. G. Silverwood 
G. M. Carlyle 

W. |. Barton 

D. H. Thain 

W. Sagain 

R. G. Pardy 

J. Allyn Taylor 


Operations Review 


Convenience Store Division 


Mac’s Milk Limited advanced its sales through 1974 to 
$96,793,640, an increase of $14,029,273 or 17% over 
1973. Net earnings continued to grow commensurate 
with the physical growth of the business across the 
country. 


This division is managed from head office facilities in 
Scarborough, Ontario, with region offices in 
Scarborough for Ontario, Calgary for the Prairie region 
and Vancouver for British Columbia. In addition, the 
Prairie region has a district office in Winnipeg with the 
Ontario region having district offices in Scarborough, 
Weston, Burlington, London, Windsor and Ottawa. 


A healthy growth pattern continues with 478 stores open 
at the year-end, a net increase of 39 stores after having 
closed-out some uneconomic stores throughout the 
year. There are 348 of these stores in the Ontario market, 
33 in Manitoba, 34 in Alberta and 63 in British Columbia. 


A great deal of management attention is being focused 
on marketing to increase sales through the current 
stores and the increase in per store sales has been most 
gratifying. As well, increasing attention and study is 
being given to the development of new markets within 
the North American scene. 


“‘Industries’’ management is particularly pleased with 
the development within this division and the opportunity 
it provides as a vehicle for the establishment of 
individual Canadians in smaller, well run businesses 
under their own direction. Whether this is accomplished 
under our dealer contract or as a franchise operator, it 
allows for the entrepreneurial development of business 
through the individual talents of hundreds of our people. 


(continued) 


swerin swortme "So 
a ons 


Convenience Store Division 


Citrus Juice Division 


(continued) 


This concept has also provided for the consumer, a 
return to convenient fun-type shopping under friendly 
social conditions. The corporate management group 
thus provides a medium which is clean, efficient and well 
organized for the individual, both dealer and consumer. 


Mac’s Milk Limited, positioned as it is in this growth 
oriented segment of the Canadian food retailing 5 
industry, confidently anticipates that 1975 should again 
be a year of major progress. 


Londonderry Distributors Limited, the wholly owned 
processor and distributor of aseptic citrus juices and 
citrus drinks increased its sales by 18% during the 
1974 period. Net operating income before tax was 
comparable to the previous year despite the 
competitive pressure on margins which carried over 
from 1973. 


Distribution of chilled juice and frozen concentrate is 
made across Canada from the Maritimes to British 
Columbia. The major portion of its production 
capabilities is currently used in specialty processing 
under the brand labels of the major marketing groups 
in the country together with production under the 
Silverwood label for distribution through the Home 
Service and wholesaling facilities of the Dairies 
Division. 


It is the intention of the Company to broaden its 

sales base through 1975 with the development of a 
nationally branded line of citrus juice products. This 
coincides with the ongoing expansion and upgrading 
of its production capabilities with the aim of providing 
the most efficient processing and distributing facilities 
of quality controlled products available in the citrus 
juice field. 


During the year, the business office of the Company 
was moved to quarters within the processing facility, 
providing for a greater cohesive effort by the executive 


group. 


a 


Dairies Division 


Silverwood Dairies increased its sales extensively during 
1974 to a record annual sales of $148,885,997, an 
increase of $26,136,398 or 21.3%. Unfortunately, as has 
been indicated, operating earnings were off 
considerably from the previous year. 


This division has its head office in Mississauga, Ontario 
wtih separate region offices in Toronto and London, 
Ontario; Calgary, Alberta and Victoria, B.C. These region 
offices control some eighteen processing plants in fluid 
milk, ice cream and industrial milk, together with an 
additional twenty distribution branches and numerous 
independent area distributors. 


The Ontario regions have witnessed a major move 
toward centralized processing with the closing of four 
fluid milk processing operations in Kitchener, Orillia, 
Toronto Norseman and Toronto Scarborough, Ontario, 
since our last annual report, although distribution is still 
undertaken from these facilities. Distribution depots 
were closed in Lindsay, Bracebridge and Elmira, 
Ontario, and in Fort MacLeod, Alberta. New facilities 
have been provided for our distribution depot in Banff, 
Alberta. 


Major renovations were completed in our Toronto 
Dupont processing facility, although much later than 
had been anticipated due to material shortages. Similar 
renovation in our London milk processing facility is 
virtually completed, while an extensive addition to our 
London “401” ice cream production plant will be in use 
for the major part of the 1975 production year. 


These moves toward centralized production facilities 
have brought about an extensive revamping in our 
inter-branch fleet. Yet to be accomplished in 1975, will 
be the closing and sale of some of our former processing 
plants and areplacement of them with other distribution 
facilities. 


Extensive changes have been made and are being made 
in our distribution routings with particular emphasis on 
our home service operations. In Alberta and 
Saskatchewan, this has been brought about with the 
introduction of four day work weeks in our labour 
contracts in those provinces. 


Management is working aggressively to cope with the 
squeeze on operating margins brought about by the 
price freeze described in the Chairman's report, the 
rapidly escalating costs of sugar, raw milk, gasoline and 
packaging materials, and the increased cost of financing 
inventories and receivables. Any relief that was obtained 
was generally received long after the incurrence of costs 
during 1974, but it is anticipated that management will 
be able to react more positively through 1975. 


With all of the changes described, a return to a more 
favourable financial result is anticipated for 1975. 


I a ee ie nn ee ee 


Research and Development The Research and Development Laboratory is a 


corporate resource established and maintained under 
the guidance and control of Silverwood Industries 
Limited as a technological support function to all 
company divisions. 


The offices, laboratory and pilot plant facilities are 
located in London, Ontario, adjacent to the Executive 
Office building of ‘‘Industries’’ and operates with a 
technical staff having backgrounds in the fields of food 
science, chemistry and microbiology, assisted by 
support technologists. The objectives are both to 
investigate and initiate technological innovations and 
product improvements that will contribute to the 
marketing growth of the operating subsidiaries of 
Silverwood Industries Limited. 


The Research and Development Laboratory is well 
equipped to perform in-depth investigations into the 
compositions of food as well as the development of new 
or modified food products. Already, significant 
contributions have been made in the areas of improved 
product performance, cost and shelf-life through new 
product formulation and processing techniques 
developed at the London facilities. The Research and 
Development Laboratory is also involved with several 
applied research projects under the assistance and 
support of both the National Research Council of 
Canada and the Federal Department of Industry, Trade 
and Commerce. 


Ice Cream Specialty The Baskin-Robbins 31 Flavours store division has hada 
“7: aware Ts most satisfactory year, virtually doubling their number of 
Retail ling Division stores and having 15 open at year-end. These stores are 


primarily dispersed in the Metropolitan Toronto area, 
with stores in Toronto, Etobicoke, Mississauga, 
Rexdale, Downsview, North York, Scarborough and 
Richmond Hill. Stores have also been established in 
Oakville, Guelph, Kitchener-Waterloo and London. 
During 1975, priorities have been planned to solidify the 
coverage across the Province of Ontario before taking 
this operation further afield. 


In the inflationary times that we are experiencing, it has 
been interesting to note the resurgence of demand for 
high quality brands of ice cream as opposed to ‘low 
price’ brands. It has indicated to us that the consumer is 
insisting on value for her food dollar, and where this is 
demonstrated, is prepared to pay for it. This has been the 
prime marketing theme of Baskin-Robbins ice cream 
stores since their inception. 
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Ten year comparative summary 


1972 - 

“Fifty-two weeks ended December 31, 
1972 
1972 - 

‘Fifty-two weeks ended January 2, 1972 


1977 —- 
Forty weeks ended January 3, 1971 


1966-70 — 
Twelve months ended March 31 


Fiscal period 1974 1973 
or Sa eee 
Sales $229,080,262 189,207,993 
Consolidated net income before extraordinary items $ 1,354,921 2,204,189 
Consolidated net income for period $ 1,645,750 2,452,100 
Consolidated net income for each 

Class ‘‘A’” and “B” share before extraordinary items $ 1.01 1.64 
Consolidated net income for each 

Class “A” and ‘“B” share for period $ 1.22 1.82 
Dividends $ 1,075,496 1,075,496 
Per Class “A” share $ .80 .80 
Per Class “B” share $ .80 .80 
Percentage of consolidated earnings paid in dividends 65.3% 43.9% 
Consolidated earnings re-invested in the business $ 570,254 1,376,604 
Percentage of consolidated earnings re-invested in the business 34.7% 56.1% 
Capital invested 
Long term debt $ 13,149,557 12,104,719 
Shareholders’ equity $ 25,169,813 24,599,559 
Total $ 38,319,370 36,704,278 
Percentage of shareholders’ equity to total investment 65.7% 67.0% 
Shareholders’ equity per share $ 18.72 18.30 


Consolidated working capital December 29, 1974; 
December 30, 1973; December 31, 1972; January 2, 1972; 
January 3, 1971; March 31, 1966 - 1970 $ 2,671,837 3,339,964 


en ei Seer i ee a eee 


“1972 "1972 1971 1970 1969 1968 1967 1966 
172,001,680 162,629,505 118,042,541 144,678,893 125,956,843 99,805,847 90,790,724 61,956,835 
enim amen OER NOOO EO 
1,247,582 1,504,587 1,409,910 1,885,299 1,823,393 1,697,382 1,667,497 1,535,809 
wa a at dd eA eee 
1,762,700 1,538,348 1,466,225 2,261,507 2,094,577 2,023,326 1,731,052 1,559,984 
eeeemenins er ye SONS ROLL EE COS Nae ne 
.93 1.12 1.05 1.40 1.36 1.26 1.24 1.16 
EUEnOGMENENEEOENie I ee eee 
1.31 1.14 1.09 1.68 1.56 1.51 1.29 1.18 
1,075,496 1,075,496 806,622 1,075,498 1,075,498 1,075,495 1,070,570 991,413 
.80 .80 .60 .80 .80 .80 .80 77/2 
.80 .80 .60 80 .80 .80 .80 71/2 
61.0% 69.9% 55.0% 47.6% 51.3% 53.2% 61.8% 63.3% 
687,204 462,852 659,603 1,186,009 1,019,079 947,831 660,482 568,571 
39.0% 30.1% 45.0% 52.4% 48.7% 46.8% 38.2% 36.7% 
12,684,757 11,007,652 10,670,617 10,696,847 9,677,792 9,923,198 10,345,957 2,950,796 
23,222,955 22 SSO 22,072,899 21,413,296 20,227,287 19,165,244 18,227,609 17,320,583 
35,907,712 33,543,403 32,743,516 32,110,143 29,905,079 29,088,442 28,573,566 20,271,379 
64.6% 67.1% 67.4% 66.7% 67.6% 65.9% 63.8% 85.4% 
WAP 16.76 16.42 15.93 15.05 14.26 13.56 13.12 


3,929,331 3,274,310 3,355,441 4,249,573 3,103,157 7,683,550 7,700,429 2,909,365 


LL NSS 


Silverwood Industries Limited and its subsidiary companies 


Consolidated statement of income 


Year ended December 29, 1974 (with comparative amounts for the year ended December 30, 1973) 1974 1973 
SUS [PIED I) se coc ds em ERE Ute eee 2. $229,080,262 $189,207,993 
Less: 
Cost Digiatenalsiand production expenses. ses... sastasce ssc tunics 171,468,324 136,854,569 
pe llingmeaministrative: and: general. expenses tec... cecal cesses. ices. sess lbos cs cadZicssosssessstestesl oe fitess-sernnvss-castt eee aoe 49,400,427 43,450,129 
Be ELeCarOlmandAaMOlizatlon ere eens Nee ene can, Ss a, coy deme ae We ree 3,730,849 3,519,855 
interest (including interest on short term debt — December 29, 1974 - $541,190; December 30, 1973 - $187,591)... 1,631,441 1,127,051 
226,231,041 184,951,604 
iNcomeoefore: taxes oniineome and extraordinary itemSc.:si2.:0i-ssleee. fesee kee oss sevseue gceees oe cess eee beeen 2,849,221 4,256,389 
Taxes on income: 
EL DIET cco cccipage Site URE cea eR ne oT MMR tld cence Ree Me es Aerie 1,124,300 2,105,600 
DELETES ca, ptt ROP hc ee ee Re eS ee OE, Sane MME MEA Te SEINE AAV Gr So ale pit 370,000 (53,400) 
1,494,300 2,052,200 
Poncelidatedsnetincomeribelore extraordinary. itemSiccec cee tee ee eteae cs e e  e 1,354,921 2,204,189 
EME Etec IeAINMILCITIS | (1OLOS14. A110 s 1) ono cox so csnnveccasSioe sane accensup sates sos sguseushincase<ceveasdeuedesee noeteaceaNNh es Date p ah nee tet eee TTC ee 290,829 247,911 
Presta eCReCLILICOING TOM VEAl (MOLE?) ) .-c.r cirecccsceetenaecnccrccccostes dus uecs icccacrevacbetenvaysecpaehdaudeestae desc cPRTCC one: ance time eee amen Ene $ 1,645,750 $ 2,452,100 
Earnings per Class ‘‘A”’ and ‘‘B”’ shares: 
Consolidated net income before extraordinary iteMs..............cccceccceceeeeeeececeeeeeeeeeeeeeeeeeaaeaaaeaaeeeeeeeees basse ee ne $ 1.01 §$ 1.64 
IS ISOM ALCO TEIAITICOME JOE VCAls core ct es. ccc oo caccsnsdataveetcn s+ (oeccescnecoceccnaecenasnsec sadncsscsteuces caatenee ec perenne e-em ae $ 1.22 §$ 1.82 
Year ended December 29, 1974 (with comparative amounts for the year ended December 30, 1973) 1974 1973 
Beebsravcry, (esa i tp Ved Tee pte) BAY Cey: eee eee cee eee OY Cc oes ee eee ert nore ns fs ee pee Acted | Wa te enc $17,258,242 $15,881,638 
ROCECOMSONC ATE NeLIMCOME TOL VEar ((OLC 1) <srccccscecusssucvovesseneseceeeesessonosavascntsvonsuesessoutsenysvear tun stags aiacee ss seatae meneame es eae 1,645,750 2,452,100 
18,903,992 18,333,738 
Deduct: ——S—_———— ecu st 
Dividends declared (80¢ per share) — 
Sie ASNT Me eae ose sce oa stce Weedhucae seeks seseecuenesesesssssnsssneseeseusussssesvassnsesassassecassesseossesaesssnsesscenotassaseasssoenenenensnasiens 722,526 722,526 
elves YEP Ae ace Oe oo ne ore eee crepe perererr cern ry mor thon ATs ate tes cookie pone. 352,970 352,970 
- 1,075,496 1,075,496 
SEU eaves. Gite) CUVEE T fae < srr cee errr ee rene orc et enor ere ot a ee eee RPL Saye Cerri Peren fine ecrtaateartoninencuhar asus. $17,828,496 $17,258,242 


(See accompanying notes to the consolidated financial statements) 


Silverwood Industries Limited and its Subsidiary companies 


Consolidated statement of changes in financial position 


Year ended December 29, 1974 (with comparative amounts for the year ended December 30, 1973) 


1974 


1973 


(as restated 


note 7) 


Source of funds: 
Operations — 
Consisting of: 
pc oeg acs net income before extraordinary items 
Depreciation and amortization 
Deferred income taxes 


Ree eee e eee eee eee HEHE EEE EEE EEE HEHEHE EERE EEE EE EE ESEEEHEEEEEEEH HEHEHE EEEEHEES EEE 


SHRP Re meee were e seen eeeseesesesensseesseeEEeEEEBeeeeOEEEEEEEEEEEEEEEsEEEESEEEEESEEEEEESEE SEES EE EHHEEE EBS EH SEEH ESE HHH EEHH TES 


SPT R HERE REE EE HEHE EEE E EEE EEE EEE EEE EEE EEE ETHER EEE EH EE EEE HEHE EEE EEE EEE HEHE EEE EEE EEE EHH EEEE HEHEHE HEHEHE ESE SEH ES HEHE SESE EH SSH SHS 


Proceeds from receipt of term notes payable to bankers and mortgages payable 
Proceeds on disposal of fixed assets 


eee e weer eee eee ewe eee eee eee eee sseeseseeeeesesesssseseee 


SRR RRO ROE REECE E EEE REET EEE EEE EEE EE EEE EEE HEHEHE EEE EEE HE EEE HEHE EHH HEE HEEEEEHEEE SEES EHEEEESEEEEEEH HEE EEE EEE EEE ES 


Application of funds: 
Additions to the companies’ plant and equipment 
ruses ELI ACOROICLS oe ecto Shs: sts acesan, oat aeahedonsemene rice ores ceeeeaets cue} son sncaeinavan one deagtwes  benancpaecs Geter saetameeten ees cre es eaaeey 
Provision for retirement of debentures and reduction of other deferred liabilities (Met) ............ eee eee ceccceeeeeeeeeeeeees 
See Eee MIMIESUILICILVEASSCTS: (INCL) cticdsvcs ca vais vcaasuce toma cage ates /eipauctsetceoass aeiesscsc us sng¥cnmang soos esagesnas tetaasoeeeaaiests ctr ia seeeee meas secmebeeenaae 
Sage ESCHEE SEC] OCI [SPM ste csc ct cca ca tecc cc sicar erate cae Ras wertne tess tsase tacos ca:nerevess carascenanhssorpans neal Ulatriaauseanae ieceeeet tcioases<ceee ema 


Bee eee eRe eR ERE EERE EERE REET EERE EE EEE REESE EEE HEE EEE EEHE SESE ESET SHEE EEEE SEES EEEE SHEE EE EEE EEE EEE 


ee eTIEC OT SO CO ALCORW ONKINIC CADICAl sy cccca ce eco tan nes os es sett gs vce cerns con nrens teens etaceon tec ccaemeceen cee fa cee ne eee eer eee freee 
BeneolUatediw OMKiliG capitals DEGINMING: Of Var er. .s.c.5s..2cccstradeesnsocccesueoaceedeasuentac#anentea: ta cesseieteat-4) cr ceumnaye fete canes saan. seaeaces 
GH AIBORW OF KINICiCaDItale ONGLOT VCAN coo. 2%<.012-ss<000<c-pesevnctonaoucren Mebcegetecertsstrvet-sc¢, Gs nan tency septate aay tee emeeesenee stl ts eect ee 


(See accompanying notes to the consolidated financial statements) 


$ 1,354,921 


3,730,849 


370,000 


5,455,770 


3,059,288 
835,181 


9,350,239 


6,271,130 
1,075,496 
2,014,450 
352,290 
305,000 


10,018,366 


668,127 
3,339,964 


$ 2,671,837 


$ 2,204,189 


3,519,855 
(53,400) 


5,670,644 


1,704,790 
696,684 


8,072,118 


Deieed 
1,075,496 
2,284,828 

7.9;932 


8,661,485 


589,367 
3,929,331 


$ 3,339,964 


Silverwood Industries Limited (Incorporated under the laws of Ontario) and its subsidiary companies 


Consolidated balance sheet 


At December 29, 1974 (with comparative amounts at December 30, 1973) 


Assets 1974 1973 


Current 

Soa ees cx sack dae andasevose@Susede subs csnsceaseeadlniciasossensecadsdringuane nienassiaee eee gaa $ 131,475 $ 130,639 
pe LEGS een ee ee ARS ete Oe yh ee ee eee ee 341,000 435,578 
Marketable securities — at cost (approximate market value 

December 29, 1974 - $600,000; December 30, 1973 - $GO2; O00) rr rrrre eaten cote caaseustnc dates etn ce omen ee eaten iaemeas 750,000 755,000 
Trade accounts and other receivables (less allowance for doubtful accounts — 

December 29, 1974 - $1,232,623; December 30, 1973 BSR OY. Kee 16 0) ea eB UN eRe eA. ASRS 13,121,975 9,363,045 
Inventories — at the lower of cost or net realizable value (note 1 JP er ere one, ee eae endd ek aoe cea te eee eee eee 15,255,092 12,398,671 
SURSPORVE Gag aye EYE Son aia <n a2 2e An iS ee UT ee ea ond 1,460,853 913,202 


31,060,395 23,996,135 
Fixed (note 7) 


Land, buildings, equipment and leasehold improvements — at COSt ...........ccccccecccceeeesccceeeesccceeeestcccceceetcececsesetteseeeeeecs 66,487,372 61,676,361 
Pe tC eCLepreclatlon and: AMOMiZAtiON s..c0.5.0200.s5iss foacsscaesuteesel Leteat eee ttssceseeiensc teheet he eee eee eee 34,595,949 31,836,123 


31,891,423 29,840,238 


Sundry 
EE EE RENT SESE ICILOLICIRASSCUS oo oon cas ncsecsoee sctshcephecachinddecsexsacsontsdoutveres mocesdessstiereectacceunceTucteccnereee thence stent tameieemtnnee 1,387,409 1,035,119 
SCT) (GEE: Tho RI ol 8 i sey PRP Serene ee ii Ree eM Tay Vert Me ra tr frei ge hohe sc 6,293,218 6,018,844 
Expenses in conunecuon witn debentures issued, leSS AMOMtiZatiON .-.-.254...6.ccce.c cs ceccdersses--s0ssn0dugsteeseeeeesesecearenteaBeman cease 256,483 278,713 
7,937,110 7,332,676 
On behalf of the Board $70,888,928 $61,169,049 


Director 


ag 


Liabilities 


1974 


1973 


Current 
EINE i) BETHLRETRS.. ccos cs ececigse arteries eee a en Serene i wre gee 
Accounts payable — milk and cream DOC UCEIS i fei is cnates-vacevss ton Eee ce I ee eee 
Other accounts payable and accrued CIVICS hoist ers sacs cc seats tes on eescnc tte sna cea Ne cocekinds toot epee tas RUE eee ene 
VOPAITIE EMGSYOE VEL. ng vem Sone ae a en aren ernie) Cot) 
eee Eto AXEUIOCLUICTONS wert ne eet eee te am NN tk ee ae oe 
SR Ccae Ce COMME mr teak a Nit mare ere a te Ne aie ple. a eee 


Debentures payable and other deferred liabilities 
ONES 2) SinTa! Sans Sond Bn ayy Weg MEE Oe re 9 OE) eS ee nee eee ER SR ine ROL Et 


Ree TPE RoC AAT ECCCONTI GHAR EAN CSS oo 0 tae so eee ae eae sl gt ee eee, nt SG Cea 


Shareholders’ equity 
Capital — 
Class ‘‘A”’ shares without par value entitled to cumulative, preferential dividends of 60¢ 
per share per annum, payable quarterly, and after the Class ‘‘B” shares have received 60¢ 
per share in any one year to further participation rateably with Class ‘‘B” shares; 
entitled in liquidation to a priority of $15 per share — 
Class ‘‘B’”’ shares without par value 


Class ‘‘A’”’ Class “B’”’ 


Authorized 1,000,000 shares 500,000 shares 
Issued 903,158 shares 441,212 shares 
ISCHIA COMLETAILICCLCALINENOS (I1OLO D)icscccu 2.) -ncdecnetss-sestteer-cvadecsecenssbonasopessnasbetnasSteladesa ce<aysmeee Haee ne ater comet ee eae tet 


(See accompanying notes to the consolidated financial statements) 


$ 7,516,137 


4,962,108 
13,536,331 
119,777 
816,629 
268,768 
1,168,808 


28,388,558 


13,149,557 


4,181,000 


7,341,317 
17,828,496 


25,169,813 
$70,888,928 


$ 3,186,268 


3,667,929 
10,461,913 
1,296,141 
756,731 
268,768 
1,018,421 


20,656,171 


12,104,719 


3,808,600 


7,341,317 
17,258,242 


24,599,559 
$61,169,049 


Silverwood Industries Limited and its subsidiary companies 


Notes to the consolidated financial statements 


December 29, 1974 


1. Accounting policies 


Principles of consolidation. The accompanying consolidated financial statements include the accounts of all subsidiary companies in which 
Silverwood Industries Limited or its subsidiaries owned an equity interest in excess of 50% at the respective fiscal year ends with appropriate 
provision for minority interests. 

The convenience store division accounted for $96,793,640 of total consolidated sales ($82,764,367 at December 30, 1973). 


Inventories. Inventories are valued at the lower of cost or net realizable value. 
Inventory values are as follows: 


December 29, December 30, 


1974 1973 

PeanOGIOUCGEsOLCHOLAl lr ct. cee ee eer eer. ain nl ee ee ee oe $ 6,145,280 $ 5,112,007 

SEEUTSY ENC ca Tae a 0 f9 [Ue er a ee i eae! ae Naa ll ienabenats cones ofa ua ia da tga ows astocir 3,270,879 2,578,120 

SP RYET ESS og 1st NRE ge ee a RE a ae IE PU NE nn eel Rr RS a A Soot BET: 5,838,933 4,708,544 

$15,255,092 $12,398,671 

Fixed assets. Fixed assets are valued at cost and are depreciated on a straight line basis over the estimated useful life of the asset. The fixed assets 
consist of: 

Estimated December 29, December 30, 

useful life 1974 1973 

SICTATS boce age nde ee eee Pe CET oe OPEL oe PPE OP SCC Pre Mee in ome Rs oe AR, RR race sar). $ 2,386,979 $ 2,339,793 

EAU( el Ne ee noon jou Soe Lacks RANI ihe eee oe hoi eich es th Magee ee ee 20-50 years 14,539,441 13,670,375 

Machinery and equipment.............. Pe eee ee ee ee ey PER Cris SRA ee 10 years 19,002,585 17,404,162 

WiISTG Dam ISIICECC IDI Cll Uiter se nied: .ycutcn ten arcenh caper eed oak eae fe coh ceasot ts auvtba ia ctuncuertoitte tomas 12 years 16,233,192 15,230,957 

CEI EV RECIPE) Cette te ecco as ces Pe suns Cara cateeurn et Nc antees carts eaecsunlscanade onadses pheaaean cr oecNe Ese 7 years 11,422,807 10,465,150 

EASE MOIGEITIGLOVEINEN (Sta te-ctacevecssistans.cccevrieot estas nos uaes deh rete ces Renee PR aes sae term of lease 2,902,368 2,565,924 

66,487,372 61,676,361 

Possmccumuuiated GepreciatiOn and AMOMIZAtlON....05:.-..c.sces.ss.cesverssee?-cccecdsusteace veces en ee 34,595,949 31,836,123 

$31,891,423 $29,840,238 


Maximum capital cost allowance is claimed for income tax purposes and appropriate provision is made for deferred income taxes. 


Goodwill. Goodwill representing the excess of the purchase price of subsidiaries over the net book value of the underlying assets, and purchased 


goodwill prior to December 31, 1973 is carried at cost less any disposals. 


In accordance with the recommendations of the Canadian Institute of Chartered Accountants, goodwill purchased subsequent to December 31, 
1973 is being amortized on a straight line basis. The goodwill purchased in 1974 is being amortized over periods of five to ten years. Amortization 


for 1974 amounted to $30,626. — 


_ CSC ee) Dub pn tain pi Lath ahi ction ot eae as 


a a ee ee ee i a ee 


2. Debentures payable and other deferred liabilities D ber 30 
December 29, ecember 30, 
| 1974 1973 

7'/a% sinking fund debentures Series A, due July 5, 1986 


(sinking fund payment of $400,000 per annum) $ 6,832,500 $ 7,190,000 


POOR e eee eee eee EEE EEE EERE HEE EERE EE EEE EE EES EE EEE EEHE HEHEHE HEHE EEEEEEEEH HEHE SEH HEE EEE 


Kern polee\ Payable tozDankers:(note) 2/2sesecsbee. hr ioe tk ee ee en ee See ee ee 6,070,136 pele 
MES | OEE 01 hcelceneraes | lca a qlee Si eam: ee ae on nee nna Eero oo ee CURR rena NE pe ee 84,932 195, 
Eee ION GAGESIPAVaDIG meu.-s,..0 ok Ose ce tee arch ke 1,167,282 1,367,066 
Sto ener een ie, ne MR ea we ewe ee Bo ae 163,515 157,821 
14,318,365 13,123,140 


Less portion due within one year included in current liabilities 
wneuoidebentures: redeemed im: adVamMCe) eeesaies steers cvs wscnads sacucscevvonsseasscRtaee sete tues sara en eee 1,168,808 1,018,421 


$13,149,557 $12,104,719 


Note: Debentures payable and other deferred liabilities include term notes of two subsidiary companies in the amount of $4,570,136 which are 
secured by floating charge debentures on the assets of those subsidiaries. 


Maturities and sinking fund requirements during the next five years are as follows: 


Year ended Amount 
December 28, 1975 $1,168,808 
December 26, 1976 2,926,397 (including term notes payable to bankers of $1,873,334) 
January 1, 1978 2,900N1 51 
December 31, 1978 503,573 
December 30, 1979 428,938 


3. Restrictions on payment of dividends ; 
Under the provisions of the Trust Indenture securing the 71/4% sinking fund debentures, the company cannot declare or pay dividends (other than 
stock dividends and dividends at the rate of 60¢ per share per annum on the outstanding Class ‘‘A’’ shares of the company) when: 


(a) consolidated net current assets (as therein defined) of the company and its designated subsidiaries are less than, or would thereby be 
reduced to less than $2,500,000, and 


(b) the consolidated retained earnings of the company and its designated subsidiaries will be less than the lesser of 75% of the principal amount 
of all funded obligations of the company and its designated subsidiaries or $7,500,000. 


4. Extraordinary items ; 
Extraordinary gains, including applicable income taxes of $2,400 for the year ended December 29, 1974 ($75,500 - December 30, 1973) consist of: 


December 29, December 30, 
1974 


1973 
Gain from the sale of surplus properties and the resultant benefits received therefrom.................:.::seeeeeeeeee $290,829 $247,911 


ee a ally nope ccs 5.0 at et. aaa 


res 


5. Lease agreements and commitments 
Silverwood Industries Limited and its subsidiary companies have entered into agreements to lease equipment and properties for various periods 
up to 1994 at total maximum aggregate net rentals of approximately $27 400,000. The maximum net rentals which will be charged to consolidated 
Operations in the ordinary course of business during the next five years will amount to approximately $3,600,000 per annum. 
As at December 29, 1974 actuarial estimates of the companies’ liability in respect of past service pension benefits not provided for in the attached 
consolidated financial Statements amounted to approximately $759,000 (December 30, 1973 - approximately $792,000). It is the intention ne 
companies to provide for and pay this liability over a period not exceeding the next fifteen fiscal years. 


6. Remuneration of directors and senior officers 
Aggregate direct remuneration paid or payable by the company and its subsidiaries to directors, who act only in that capacity, and senior officers, 


some of whom act as directors of the company but do not receive additional remuneration as such, amounted to: 
December 29, December 30, 


1974 1973 

BREE no cuuronter Oe eee ee ee rn RR RR ser ce etre Pati ke le Ye $ 18,900 $ 21,100 
SEHD FEO LIL CO RG MeN aon cco eu saisdesidse ices cdes che kobagsebdbbiecledeidc haces: gE TOE RE DE ee ae 428,277 361,504 
$447,177 $382,604 


7. Restatement of prior year figures 
Certain comparative figures at December 30, 1973 have been restated due to reclassification of certain items. 


Auditors’ report 


To the Shareholders of Silverwood Industries Limited 


We have examined the consolidated balance sheet of Silverwood Industries Limited and its 
subsidiary companies as at December 29, 1974 and the consolidated statements of income, 
retained earnings and changes in financial position for the year then ended. Our examination 
included a general review of the accounting procedures and such tests of accounting records and 
other supporting evidence as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the 
companies as at December 29, 1974, the results of their operations and the changes in financial 
position for the year then ended, in accordance with generally accepted accounting principles. 
These principles, except for the change in the basis of accounting for goodwill explained in note 1 
to the consolidated financial statements, and with which we agree, were applied on a basis 


consistent with that of the preceding year. 


Clarkson, Gordon & Co., Chartered Accountants. 
London, Canada, February 21, 1975 
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INTERIM REPORT 
TO THE SHAREHOLDERS 
SILVERWOOD INDUSTRIES LIMITED 


TO OUR SHAREHOLDERS: 


This mid-year report covers the twenty-four week period of 
operations from December 31, 1973 to June 16, 1974 with 
comparative amounts for the twenty-four week period January 
1 to June 17, 1973. 

At the outset, it should be stated that this period has been 
one of the most difficult periods for management in many 
years. Controlled operations in the dairy field have been 
almost impossible to achieve because of the cost of goods 
spiralling upward unpredictably coupled with supply shortages 
primarily in the packaging field. These factors when combined 
with price controls on fluid milk through the medium of the 
Federal Government fluid milk subsidy program, have had a 
deteriorating effect on our profit position in our dairy pro- 
cessing operations. Your management team is continuing to 
work with the various Provincial Governments in an attempt 
to obtain relief from the rigid selling prices invoked under 
the Federal Government price control and we are optimistic 
that to some degree there will be relief forthcoming in this 
area. 

The convenience store operations and the resulting profits 
have progressed satisfactorily, although these results have not 
been affected by the normal impact on profits created by new 
store expansion. That expension is slower than had been 
planned. 

Consolidated Net Income from operations for the twenty- 
four week period was $844,221. (62.8¢ per Class ‘‘A’’ and ‘’B”’ 
share),a small decrease ($32,329.) when compared with the 
1973 results. 

It will be noted that Consolidated Sales of $97,240,230. 
reflect an increase of 16.5°/o over the same period of the 
previous year. This is a higher rate of increase than we have 
previously achieved due in part to the inflationary factors in 
the economy. 

We are planning to increase new store openings in our 
convenience store sector in the latter part of the year, and 
this factor combined with the unpredictable supply problems 
in the dairy operations is expected to have a levelling effect 
on earnings for the balance of 1974. 

The Board of Directors authorized on June 27 the payment 
of a quarterly dividend of 20¢ per share on October 1 to 
shareholders of record August 30, 1974. 


di wikeg 


Chairman of the Board, 


don, Canada President and ; 
a 31, 1974 Chief Executive Officer 


SILVERWOOD INDUSTRIES LIMITED 


A Canadian owned company, 

engaged in the provision of a 

range of consumer goods and 
services within Canada 
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SILVERWOOD INDUSTRIES LIMITED 


INTERIM REPORT 
to the shareholders 
for the 24 weeks 
ended June 16, 1974 


> 


fred, 


SILVERWOOD INDUSTRIES LIMITED 


and its Subsidiary Companies 


INTERIM STATEMENT OF CONSOLIDATED INCOME 
(not audited) 


Sales 

Less: 
Cost of materials and production expenses 
Selling, administrative and general expenses 
Depreciation and amortization 


Interest (including interest on short term debt — 
1974 - $129,664.; 1973 - $93,458.) 


Income before taxes on income 


Taxes on income: 
Current 


Deferred 


Consolidated net income before extraordinary items 


Extraordinary items 


Consolidated net income for period 


Earnings per Class “A” and “B” shares: 


Consolidated net income before extraordinary items 


Consolidated net income for period 


24 Weeks Ended 


June 16, 1974 


71,888,032. 
21,436,681. 
1,726,859. 


547,705. 
1,640,953. 


772,414. 
24,318. 


796,732. 


844,221. 
190,866. 


$ 1,035,087. 


__62.8¢ 


77.0¢ 


24 Weeks Ended 


June 17,1973 


$83,485,096. 


59,761,611. 
19,948,456. 
1,609,960. 


501,631. 


$81,821,658. 


1,663,438. 


697,923. 
88,965. 


786,888. 


876,550. 
62,607. 


$ 939,157. 


65.2¢ 


69.9¢ 


INTERIM STATEMENT OF CONSOLIDATED SOURCE 
AND APPLICATION OF FUNDS 
(not audited) 


24WeeksEnded 24Weeks Ended 
June 16, 1974 June 17,1973 


SOURCE OF FUNDS: 


Operations — 
Consisting of: 
Consolidated net income for period $ 844,221. $ 876,550. 
Add: 
Depreciation and amortization 1,726,859. 1,609,960. 
Deferred income taxes ___24,318. __ 88,466. 
2,595,398. 2,574,976. 
Proceeds from receipt of term notes payable to bankers 
and mortgages payable 1,433,607. — 
Proceeds on disposal of fixed assets and stores 442,324. 183,918. 
Decrease in sundry assets (net) 15,584. __ 12,642. 
4,486,913. 2,771,536. 
APPLICATION OF FUNDS: 
Additions to the companies’ plant and equipment 2,089,556. 1,145,640. 
Dividends to shareholders 537,748. 537,748. 
Provision for retirement of debentures and 
reduction of other deferred liabilities (net) 1,408,248. 1,294,860. 
Purchase of Goodwill 275,000. — 
4,310,552. 2,978,248. 
Increase (decrease) in consolidated working capital 176,361. (206,712.) 
Consolidated working capital, beginning of year 3,339,964. 3,929 3016 


Consolidated working capital, end of period $ 3,516,325. 


SEE 


$ 3,722,619. 


SS 


ANNUAL. MEETING OF SHAREHOLDERS - 
SILVERWOOD INDUSTRIES LIMTED 
sILVE RWO: 


ween SDAY  VAPRil=9 505 119748 
AR21 2:00 F.M. —- DOWNTOWN HOLIDAY INN 
LONDON ONTARIO 


LADIES AND GENTLEMEN: 

IT IS CUSTOMARY AT THE ANNUAL MEETING OF SHARE - 
HOLDERS OF THE COMPANY FOR THE CHAIRMAN TO REVIEW WITH 
YOU THE OPERATIONS OF THE COMPANY AND ITS SUBSIDIARIES 
DURING THE LATEST FISCAL YEAR. THERE ARE TIMES WHEN 
ONE DOES SO WITH TREFIDATION AS WE DID LAST YEAR. 
HOWEVER, 1973 BROUGHT A GREAT DEAL OF SATISFACTION TO 
YOUR BOARD AND TO MANAGEMENT AND WE ARE HAPPY TO 
BRING THIS REPORT TO OUR SHAREHOLDERS. EACH OF YOU 
HAS RECEIVED A COPY OF OUR ANNUAL REFORT FOR THE YEAR 
ENDED DECEMBER 30, 1973, AND 1 FEEL IT WOULD BE REDUNDANT 
FOR ME TO RECITE THOSE FIGURES AGAIN APART FROM 
REITERATING THE FACT THAT DESPITE THE IMPROVED 
OPERATIONAL FIGURES, OUR RETURN ON NET WORTH IS STILL 
ONLY 8.7%, AND THE EARNINGS ON THE SALES DOLLAR IS ONLY 
1.14%. THESE ARE FIGURES WHICH HARDLY RATE THE TERM 
NPROFITEERING” AND IN FACT STILL HAVE MUCH TO BE DESIRED 
IN THE EYES OF THE INVESTOR. 

YET ONE HAS TO RECOGNIZE THAT THE FOOD INDUSTRY 
AND SPECIFICALLY AT TIMES SILVERWOOD INDUSTRIES LIMITED, . 
HAVE BEEN UNDER ATTACK FOLITICALLY BY INDIVIDUALS 


SEEKING HEADLINES AND FUBLICITY BY FREYING ON THE 
meio ye SeING SUFFERED BY SEGMENTS OF SOCIETY Witt 


RELATIVELY FIXE By / 


RELATIVELY FIXED INCOMES IN A RAMPANTLY INFLATIONARY 


ECONOMY. THESE REMARKS AS DIRECTED AT SILVERWOOD 


INDUSTRIES LIMITED, ARE TOTALLY UNJUSTIFIED. 


MUCH HAS BEEN DONE BY BOTH THE MAJOR OFE RATING 
DIVISIONS IN 1973 TO BRING ABOUT THE FINANCIAL RESULTS 
OBTAINED. IN MAC'S MILK A PROGRAM OF CLOSING UNPROFITABLE 
STORES WAS AGGRESSIVELY PURSUED, RESULTING !N THE 
CLOSING IN LATTER 1972 and 1973, OF 59 STORES. AS WELL THE 
MARKE TING DEPARTMENTS IMPLEMENTED A SCREENING PROCESS 
OF SHELF ITEMS, REMOVING THOSE ITEMS WHICH COULD NOT 
BE CONSIDERED AS ADEQUATELY CARRYING THE EXPENSE 
LOAD. 
IN DAIRIES, EXTENSIVE OVERHAUL OF ROUTE PATTERNS 

AND DISTRIBUTION FACILITIES, THE START OF A CENTRALIZED 
FRODUCTION EMPHASIS, HAD ALL AIDED IN PRODUCING THE 
DESIRED RESULTS. AS WELL, NEEDED PRICE RELIEF HAD 

BEEN OBTAINED IN THE MAJOR ONTARIO MARKET AS OF 

JANUARY 1973, WHICH HAD HELPED RETURN DAIRY MARGINS 

BACK TO A REASONABLE LEVEL NOT OBTAINABLE IN 1972. 

IT SHOULD BE REALIZED THAT TOTAL PROFITABILITY IN 

DAIRIES DIVISION WAS STILL NOTICE ABLY LAGGING BEHIND 
PREVIOUS YEARS. 


emai |\OoAIl Da Oe YOU SCAS Tse Al Ce si ris Ri Cae 


V—_—_— On’ »~ 7 an~ | el ame, \ es sa e . i ——_— 2s 6 A —_— 
—/ - —_— +~J Vs NT! m~ ot ‘ 
EMAL S OVERNMENT TIN IDmDOLA I! 


ee -— —_— c_—_ oOo e 
ING THE. DAIRY INDUSTRY : 


BOTH FRODUCER AND PROCESSOR, IN A VIR BUAL PRICE SER eat 
THROUGH THE MEDIUM OF A PID MLE Ee SS CSS i Nae Ce) ole oe 


Is HAVING A DETRIMENTAL BREE CT OND RHE shO: GA eae aie 


ALTHOUGH TE MFORARY / 


a oe 

ALTHOUGH TEMPORARY REFLIEF IN SOME FROVINCES 
HAS BEEN GRANTED Wittens He LAST. HiRes DAY Sse lteal 
BEING DONE AFTER THE FACT AND AFTER THE INDUSTRY 


HAS HAD TO BEAR THE INFLATIONARY COSTS OF THE REST OF 


_ THE ECONOMY WHILE UNDER SELLING FPRICE RESTRICTIONS. 


AS A CANADIAN COMPANY AND A LEADER IN THE DAIRY 
INDUSTRY IN CANADA, WE HAVE GREAT CONCERN FOR THE 
CANADIAN CONSUMERS AND THE PRESERVATION OF THEIR 
PURCHASING POWER IN AN INFLATIONARY ECONOMY. HOWE N Ee 
WE HAVE EQUAL CONCERN FOR THE PRESERVATION OF A 
VIABLE PRODUCING SECTOR, BOTH PRODUCER AND PROCESSOR, 
aoe ONS TERM INTERESTS OF THE COUNTRY AND ITs 
See ee ANS IE Ce MEAL POLICY OF CONTROLLING INELATION 


ats eae i MS hie ANSWER. 


IN AN ATOMOSFPHERE OF REASONABLE SATISFACTION 
WITH YEAR-END RESULTS, IT IS PRUDENT TO BE ANALYTICALLY 
CRITICAL. OF THE OPERATIONS, OF REFERRING TO THE LONG 
RANGE GOALS AND OBJECTIVES OF THE COMPANY. WE HAVE 
RECOGNIZED AS MANY OF YOU HAVE, THAT THE COMPANY'S 
STRENGTHS HAVE BEEN CONCENTRATED IN AN INDUSTRY 
WHICH IS AND HAS BEEN UNDER INCREASING GOVERNMENTAL 
CONTROL - FRICING CONTROLS (THIS LASTEST SUBSIDY IS AN 
EXAMPLE WHERE JUSTIFICATION IS HAVING TO BE MADE TO TWO 
SOLITICALLY ORIENTED GOVERNMENTS; PROVINCIAL AND 


KEDERAL, BEFORE RELIEF CAN BE OBTAINED), DISTRIBUTION 
? 


AND LICE NSING/ 
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AND LICENSING CONTROLS, PACKAGING CONTROLS (BILINGUAL 
LABELLING, METRIC AND NUTRITIONAL LABELLING) STORE 
HOURS CONTROL OR LACK OF CONTROL, FRANCHISING 
CONTROLS (BOTH OF WHICH GOVERNMENTS HAVE BEEN VERY 
INDE CISIVE ABOUT. ) 

NEVERTHELESS, WE ARE CONFIDE NT THAT IN BOTH OF 
OUR MAJOR OPERATING DIVISIONS, THE MANAGEMENT STRENGTH 
THAT WE HAVE ESTABLISHED IS CAPABLE OF MEETING THE 


CHALLE NGES WHICH CONFRONT THOM. 


HOWEVER, IN OUR PLANNING, MUCH OF OUR THRUST IS 
BEING AIMED AT STRUCTURING THE COMPANY SO THAT IT IS IN 
A POSITION TO EFFECTIVELY BROADEN ITS BASE OUTSIDE OF 
THE FOOD INDUSTRY. WE WOULD ANTICIPATE THAT AT THIS 
TIME NEXT YEAR, THERE WILL BE INTITAL EVIDENCE OF SOME 
FROGRESS ALONG THESE LINES. 

ONE MUST HAVE CONCERN FOR THE VALUE OF OUR 
STOCK ON THE CURRENT MARKET, EVEN THOUGH BY ALL 
MEASURMENTS IT SHOULD BE CONSIDERED AN EXCELLENT 
PURCHASE. WITH AMPLE EVIDENCE OF OUR EQUITY VALUE 
PER SHARE AT $18.30, OF AN EXCELLENT DIVIDEND RECORD 
OF 80¢ FER SHARE OVER THE LAST EIGHT YEARS, A PRICE 
EARNINGS RATIO OF 6-1/2 TO 7 HARDLY SEEMS REASONABLE. 

Vemma iS AMPLY EVIDENT THAT THE FINANCIAL 
COMMUNITY DOES NOT LOOK UPON THE COMPANY AS A GROWTH 


COMPANY AND IS CONCERNED WITH THE ABILITY OF MANAGE MENT 


TO RETURN/ 


fee bURN TO ITS SHAREHOLDERS FROM THE FRESENT 
INDUSTRY A FAVOURABLE EARNING ON SHAREHOLDER 
INVESTMENT. WE WOULD LIKE TO REITERATE THE COMMENT 
WESHAVE MADE EACH OF THE LAST TWO YEARS,THAT We 
BELIEVE THIS COMPANY HAS THE ABILITY TO BE A GROWTH 
COMPANY OVER THE LONGER TERM AND THAT IF IT IS 
ANALYZED CAREFULLY, THE SIGNS ARE ALREADY THERE . 
SOME 30 MONTHS AGO WHEN I WAS FRIVILEGED TO 


ASSUME THE CHAIRMANSHIP OF THE COMPANY, FT WAS 


DETERMINED AND AGREED TO BY YOUR BOARD OF DIRECTORS, 
THAT THE PRINCIPLE TASK OF SENIOR MANAGEMENT WAS TO 
TIGHTEN CONTROL AND CREATE EFFICIENCIES IN THE TWO MAJOR 
OPERATING DIVISIONS, BY STRENTHENING THE MANAGS MENT 
TEAMS, SO THAT THEY WERE TRULY COMPETITIVE IN THEIR 
FIELDS, AND IN THE FROCESS STRENGTHEN THE EARNINGS 
BASE OF THE COMPANY BEFORE MOVING TO OTHER FIELDS. 
THUS, CONCENTRATING OUR RESOURCES IN THIS AREA, LITTLE 
ATTENTION HAS BEEN PAID TO PROMOTING STOCK VALUE AND 
TO PUBLICIZING THE VERY FOSITIVE STRENGTHS OF THE 
COMPANY. HOWEVER, WE HAVE BEEN DETERMINED TO ESTABLISE 
CREDIBILITY WITHIN THE FINANCIAL COMMUNITY AND INDEED: 

WITH OUR OWN SHAREHOLDERS. WE HAVE OMITTED ANY 

BLUES SKYING BOTH INTERNALLY AND EXTERNALLY AND ONE 


Maia pes oy IN the PROCESS HAVE DEVELOFED A DEEP 


PERSONAL PRIDE / 


eS ie 


FERSONAL PRIDE IN THE ABILITY OF THE SENIOR MANAGEMENT 
STAFF AT "INDUSTRIES" AND INDEED AT OUR OPERATING 


DIVISIONS. 


LAT THIS POINT, TIME IS TAKEN TO INTRODUCE THE 
SENIOR EXECUTIVES OF OUR OPERATING DIVISIONS AND 
ELARORATE ON THE SPECIFIC IMPROVEMENTS BEING MADE BY 


EACH ONE. )- 


MR. ERIC F. FINDLAY'S ADDRESS CONTINUE D:- 


sie lai SASSI WE SHOULD GIVE YOU A SNEAK PREVIEW 
Omen atiINANCIAL RESULTS OF THE Ein S te QUI AR itt tte Oe 
YEAR, 12 WEEKS ENDING MARCH 24, 1974, ALTHOUGH THE MAILED 
INTERIM REPORTS WILL NOT BE OUT UNTIL EARLY NEXT WEEK. 
CONSOLIDATED SALES OF $44,600,895 REFLECT AN INCREASE OF 
12.2% OVER THE SAME FPERIOD OF THE FPREVIOUS YEAR. 

CONSOLIDATED NET INCOME BEFORE EXTRAORDINARY 


ITEMS OF $253,975, REPRESENTS A DECREASE OF OPERATING 


FROFIT OF $26,324 OR .02¢ PER SHARE. 

THESE ARE EXTRAORDINARY EARNINGS OF $190,866 OR 
14.2¢ PER SHARE WHICH ARISE FROM THE SALE OF PROPERTIES 
IN mia. LINDSAY AND WINNIPEG. THIS SURPLUS OF 
PROPERTIES EMANATE FROM THE CONSOLIDATION FROGRAM IN 
SIL_VERWOOD DAIRIES LIMITED AIMED AT MORE EFFICIENT 
PeOpuicllOoNn COSTS. 


Nebel, 


IN TOTAL, BECAUSE OF THE EXTRAORDINARY ITEMS, 
CONSOLIDATED NET INCOME 1S $444,841 FOR 1974 


AS COMPARED TO 2305 75 39m CRs maLS 7s 


WHEN ONLY $25,240 WAS AVAILABLE FROM EXTRAORDINARY 


SO ete aoe 


IN CLOSING, | WANT TO PAY TRIBUTE TO THE MEMBERS 
OF OUR BOARD, EACH OF WHOM HAS DILIGENTLY GIVEN OF HIS 
TIME , EFFORT AND TALENT DURING THIS PAST YEAR. | FEEL 
THAT THE "DETERMINED CONFIDENCE AND SFIRIT" THAT I MAKE 
Pieris nO FmROM TIME-TO-TIMe IN OUR INTERIM REPORTS, 
EMANATES FROM THE BOARD AND IS CERTAINLY PICKED UP BY 
Mette IOR MANAGE MENT GROUP. 

ee et ree toi AAP SiR NIC Ore Sie VERWOOD 
INDUSTRIES. [ome Neila © ie Sie MIG ee rROMEC OAS ian ©@ 
eS IS A GREAT LOYALTY IN EVIDENCE EVER SVini bie 
GIVEN POSITIVE LEADERSHIP AND SOUND TRAINING, IT OFFERS 


A STRONG BASE FOR FUTURE DEVELOPMENT. 


